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|. Executive Summary

The U.S. economy reached its ninth year of expansion in 2018, with GDP growing by 2.9 percent in 2018 8

the fastest rate since 2015. However, the risks to continued economic expansion also grew in the last year.

These included protectionist trade policies, contractionary monetary policy, instability in the government

(notably the risk of government shutdowns), and high levels of volatility in the financial markets. We believe

that economic growth will begin slowing in 2019, but the risk of a recession this year appears to be waning

as tensions with China are being resolved and the Federal Reserve is on the record to exercise restraint in

raising interest rates. Nonet hel ess, the Comptroll eré
through the remainder of the Financial Plan period.

Against this backdrop of a looming economic slowdown, it is important that the City take adequate measures
to avoid cuts to essential services. The growth of accumulated prior year surpluses, which rose by $1.60
billion in FY 2015, have been sharply lower since then, with additions of $514 million in FY 2016, $142 million
in FY 2017 and $396 million in FY 2018. Similarly, deposits into the Retiree Health Benefit Trust (RHBT) in
excess of what is needed for pay-as-you-go health benefits for current retirees, dropped from $955 million
in FY 2015 to $500 million in FY 2016 and $100 million each year thereafter. Consistent with past financial
plans released with the preliminary budgets, the February 2018 Financial Plan anticipates using part of the
accumulated surplus 8 $1.41 billion & to balance the current fiscal budget, leaving $3.17 billion to roll into
FY 2020. The City will need to identify almost $2 billion in combined additional resources and savings before
theendofthe current fiscal year to match | ast fiscal yearés
deposit into RHBT.

The FY 2020 Preliminary Budget released on February 7 shows a balanced budget of $92.2 billion.
Revenues in the Preliminary Budget are $763 million higher than projected in the November Plan.
Expenditures are $2.42 billion lower, driven by an increase of $2.65 billion in planned prepayment of FY
2020 debt service. The combination of higher revenues and lower expenditures closes a $3.18 bhillion gap
projected in November.

Included in the February Plan is a new round of the Citywide Savings Program (CSP) which is expected to
provide budget relief totaling $1.85 billion over the Plan period. More than 40 percent of the benefits are
expected to occur in FY 2019 with estimated savings of $770 million. Almost half of this savings is due to a
$371 million reimbursements from Heath + Hospitals primarily for debt service, tort claim and retiree health
benefits payments made on its behalf in FY 2015 and FY 2016.

With the exception of FY 2020, the Comptrollerds Offic
additional resources in each year of the Financial Plan ranging from a low of $117 million in FY 2023 to a

high of $285 millionin FY 2022 . For FY 2020, the Comptrollerds Office
al most completely offset by a higher revenue forecast.
surplus of $160 million in FY 2019, a nominal gap of $1 million in FY 2020, and somewhat smaller gaps of

$3.27 billion, $2.65 billion, and $3.18 billion in FY 2021 through FY 2023, respectively, than those projected

in the Financi al Pl an. A new risk identified byfthe Co
funding for the Fair Fare program. Despite initial opposition by the Administration, the February Plan extends

the program into FY 2020 without a dedicated source of revenue to support it. It becomes increasingly

unlikely that the program will be discontinued in the outyears, once it has taken root in FY 2019 and FY

2020, and we therefore anticipate that full funding of at least $212 million will need to be included annually

for the program beginning in FY 2021.

The City 6 sYeaDCagithltStrafegyrenvisions $104 billion in capital investment over the decade of
2020 through 2029, 94 percent funded with City debt. Over half the total, $56.6 billion, is for State of Good
Repair projects, with the rest split between Program Expansion ($26.4 billion) and Programmatic
Replacement ($21.1 billion). Debt service is projected to rise to over 13 percent of City tax revenues by

9 Office of the New York City Comptroller Scott M. Stringer



FY 2023. Slower than projected revenue growth, however, could drive the ratio up toward the 15 percent
benchmark threshold.

The Comptroller urges the Mayor and Council to set more ambitious targets for increasing annual surpluses
to bolster the financial cushion available in the event of an economic downturn or other contingency,
including through a more rigorous examination of agency spending and effectiveness. Such steps are
needed now to avoid more painful measures in the future.

10
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Tablel. FY 2019 0 FY 2023 Financial Plan

Change
FYs 20197 2023

($ in millions) FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 Dollar Percent
Revenues
Taxes:

General Property Tax $28,046 $29,711 $31,089 $32,328 $33,286 $5,240 18.7%

Other Taxes 31,578 32,207 32,958 33,881 34,888 3,310 10.5%

Tax Audit Revenues 1,057 998 721 721 721 (336) (31.8%)

Subtotal: Taxes $60,681 $62,916 $64,768 $66,930 $68,895 $8,214 13.5%
Miscellaneous Revenues $7,633 $6,799 $6,772 $6,747 $6,735 ($898) (11.8%)
Unrestricted Intergovernmental Aid $151 $0 $0 $0 $0 ($151) (100.0%)
Less: Intra-City Revenues ($2,154) ($1,794) ($1,796) ($1,794) ($1,792) $362 (16.8%)
Disallowances Against Categorical Grants $91 ($15) ($15) ($15) ($15) ($106) (116.5%)

Subtotal: City-Funds $66,402 $67,906 $69,729 $71,868 $73,823 $7,421 11.2%
Other Categorical Grants 1,198 926 868 862 862 (336) (28.0%)
Inter-Fund Revenues 690 661 662 661 661 (29) (4.2%)
Federal Categorical Grants 8,471 7,327 7,205 7,133 7,120 (1,351) (15.9%)
State Categorical Grants 15,258 15,390 15,837 16,305 16,353 1,095 7.2%
Total Revenues $92,019 $92,210 $94,301 $96,829 $98,819 $6,800 7.4%
Expenditures
Personal Service

Salaries and Wages $29,016 $30,240 $31,258 $31,115 $31,642 $2,626 9.1%

Pensions 9,850 9,951 10,418 10,864 11,070 1,220 12.4%

Fringe Benefits 10,643 11,536 12,028 12,705 13,385 2,742 25.8%

Subtotal-PS $49,509 $51,727 $53,704 $54,684 $56,097 $6,588 13.3%
Other Than Personal Service

Medical Assistance $5,915 $5,915 $5,915 $5,915 $5,915 $0 0.0%

Public Assistance 1,595 1,617 1,617 1,617 1,617 22 1.4%

All Other 31,524 29,319 29,469 29,759 29,942 (1,582) (5.0%)

Subtotal-OTPS $39,034 $36,851 $37,001 $37,291 $37,474 ($1,560) (4.0%)
Debt Service

Principal $3,411 $3,637 $3,719 $3,849 $3,958 $547 16.0%

Interest & Offsets 3,326 3,708 3,939 4,488 5,128 1,802 54.2%

Subtotal Debt Service $6,737 $7,345 $7,658 $8,337 $9,086 $2,349 34.9%
FY 2018 BSA and Discretionary Transfers ($4,576) $0 $0 $0 $0 $4,576 (100.0%)
FY 2019 BSA $3,169 ($3,169) $0 $0 $0 ($3,169)  (100.0%)
Capital Stabilization Reserve 0 250 250 250 250 250 NA
General Reserve 300 1,000 1,000 1,000 1,000 700 233.3%

Subtotal $94,173 $94,004 $99,613  $101,562 $103,907 $9,734 10.3%
Less: Intra-City Expenses (2,154) (1,794) (1,796) (1,794) (1,792) 362 (16.8%)
Total Expenditures $92,019 $92,210 $97,817 $99,768 $102,115 $10,096 11.0%
Gap To Be Closed $0 $0 ($3,516)  ($2,939)  ($3,296)  ($3,296) NA
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Table2. Planto-Plan Changes
February2019 Plan vs.November2018 Plan

($ in millions) FY 2019 FY 2020 FY 2021 FY 2022
Revenues
Taxes:
General Property Tax $72 $234 $198 $448
Other Taxes 155 56 (192) (13)
Tax Audit Revenues 1 277 0 0
Subtotal: Taxes $228 $567 $6 $435
Miscellaneous Revenues 524 13 Q) (2)
Unrestricted Intergovernmental Aid 90 0 0 0
Less: Intra-City Revenues (80) 10 9 9
Disallowances Against Categorical Grants 106 0 0 0
Subtotal: City-Funds $868 $590 $14 $442
Other Categorical Grants 216 51 1 1
Inter-Fund Revenues 0 6 8 6
Federal Categorical Grants 256 62 56 8
State Categorical Grants 122 54 47 46
Total Revenues $1,462 $763 $126 $503

Expenditures
Personal Service

Salaries and Wages ($16) ($128) ($172) ($216)
Pensions 0 0 0 0
Fringe Benefits 18 116 127 150
Subtotal-PS $2 ($12) ($45) ($66)
Other Than Personal Service
Medical Assistance $0 $0 $0 $0
Public Assistance (10) 0 0 0
All Other 58 245 165 187
Subtotal-OTPS $48 $245 $165 $187
Debt Service
Principal $0 $0 $22 $21
Interest & Offsets ($82) ($10) ($44) ($70)
Subtotal Debt Service (82) (20) (22) (49)
FY 2018 BSA and Discretionary Transfers $0 $0 $0 $0
FY 2020BSA $2,649 ($2,649) $0 $0
Capital Stabilization Reserve ($250) $0 $0 $0
General Reserve ($825) $0 $0 $0
Subtotal $1,542 ($2,426) $98 $72
Less: Intra-City Expenses (80) 10 9 9
Total Expenditures $1,462 (%$2,416) $107 $81
Gap To Be Closed $0 $3,179 $19 $422

NoTE: The November Financial Plan only covers the period FY 2019 to FY 2022

Comments on New York City's Preliminary Budget for Fiscal Year 2020 and Financial Plan for Fiscal Years 2019-2023



Table3. Planto-Plan Changes
February 2019 Plan vs. June 208 Plan

($ in millions) FY 2019 FY 2020 FY 2021 FY 2022
Revenues
Taxes:
General Property Tax $72 $234 $198 $448
Other Taxes 532 56 (192) (13)
Tax Audit Revenues 1 277 0 0
Subtotal: Taxes $605 $567 $6 $435
Unrestricted Intergovernmental Aid 841 68 35 31
Miscellaneous Revenues 151 0 0 0
Less: Intra-City Revenues (329) (23) (20) (18)
Disallowances Against Categorical Grants 106 0 0 0
Subtotal: City-Funds $1,374 $612 $21 $448
Other Categorical Grants 318 54 1 1
Inter-Fund Revenues 8 20 24 23
Federal Categorical Grants 879 198 97 41
State Categorical Grants 282 88 74 59
Total Revenues $2,861 $972 $217 $572

Expenditures
Personal Service

Salaries and Wages $270 $620 $890 $1,046
Pensions 2) 48 256 497
Fringe Benefits (94) (107) (386) (389)
Subtotal-PS $174 $561 $760 $1,154
Other Than Personal Service
Medical Assistance $0 $0 $0 $0
Public Assistance (10) 0 0 0
All Other 1,182 471 302 313
Subtotal-OTPS $1,172 $471 $302 $313
Debt Service
Principal ($18) $1 $87 $88
Interest & Offsets (232) (130) (285) (311)
Subtotal Debt Service ($250) ($129) ($198) ($223)
FY 2018 BSA and Discretionary Transfers $0 $0 $0 $0
FY 2019 BSA $3,169 ($3,169) $0 $0
Capital Stabilization Reserve ($250) $0 $0 $0
General Reserve ($825) $0 $0 $0
Subtotal $3,190 ($2,266) $864 $1,244
Less: Intra-City Expenses (329) (23) (20) (18)
Total Expenditures $2,861 ($2,289) $844 $1,226
Gap To Be Closed $0 $3,260 ($627) ($654)
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Table4. Risks and Offsets to theFebruary2019 Financial Plan

(% in millions, positive numbers decrease the gap and negative numbers increase the gap)

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023

City Stated Gap $0 $0 ($3,516) (%$2,939) ($3,296)
Tax Revenues
Property Tax $0 $200 $387 $735 $1,085
Personal Income Tax (103) 49 88 46 (59)
Business Taxes 145 (81) (12) 9 31
Sales Tax 77 158 165 150 107
Real Estate-Related Taxes (84) 108 166 82 (30)
Audit 0 0 179 179 179
Subtotal Tax Revenues $35 $434 $974 $1,201 $1,313
Non-Tax Revenues
ECB Fines $4 $13 $13 $19 $19
Late Filing/No Permit Penalties 4 4 10 10 10
Motor Vehicle Fines 2 2 2 2 2
Parking Violations Fines 8 5 5 5 5
Subtotal Non-Tax Revenues $18 $24 $30 $36 $36
Total Revenues $53 $458 $1,004 $1,237 $1,349
Expenditures
Overtime ($193) ($122) ($150) ($150) ($150)
Charter School Tuition 0 (119) (281) (478) (758)
DOE Medicaid Reimbursement (20) (20) (20) (20) (20)
Carter Cases (80) (80) (80) (80) (80)
Fair Fares 50 (106) (212) (212) (212)
Homeless Shelters 0 (12) (12) (12) 12)
VRDB Interest Savings 50 0 0 0 0
General Reserve 300 0 0 0 0
Total Expenditures $107 ($459) ($755) ($952) ($1,232)
Total (Risks)/Offsets $160 ($1) $249 $285 $117
Restated (Gap)/Surplus $160 ($1) ($3,267) ($2,654) ($3,179)

Comments on New York City's Preliminary Budget for Fiscal Year 2020 and Financial Plan for Fiscal Years 2019-2023



.St ate of the Cityos E

The economy has entered its tenth year of expansion and is on track to be the longest expansion since the
U.S. government started collecting statistics in the mid-1800s. The U.S. economy is exhibiting strong late
cycle growth in employment, consumption, production, and, most recently, in wages. Highlights of 2018
included four increases in the Fed Funds rate, record low unemployment rates, strong job growth and higher
average hourly earnings. The Federal Tax Cuts and Jobs Act (TCJA) reduced corporate and personal
income tax rates, and combined with a 13 percent increase in Federal spending, provided a boost to the
economy. Despite record low unemployment, rising inflation, which would typically be consistent with low
unemployment and rising wages, has been noticeably subdued.

The Cityds economy continued to grow in 2018 and, I i k€
despite the long expansion, contractionary monetary policy, and volatile financial markets. As in the nation
as a whole, inflation remained subdued.

The much talked about risks to continued growth: protectionist trade policies, contractionary monetary policy,

instability in the government (notably the risk of government shutdowns), and high levels of volatility in the

financial markets, continue to exist albeit are mitigated by reports of the U.S. and China reaching agreement

on trade and promised restraint by the Feder al Reserve
growth is likely the reported inability of businesses to find the qualified workers they need to meet their

demand. A smaller, but still important risk, is the contagion of recessions in some of our major trading

partners notably the European Union and China.

U.S. Economic Outlook

The U.S. economy ended its ninth year of expansion in 2018 making it the second longest expansion on

record. GDP grew by 2.9 percent in 2018, the fastest since 2015 despite the trade tensions with China, the
Feder al Reserveds cont r ardtthe governmentd mpariiak shutdown. gandumer vy a
spending grew 2.6 percent in 2018, slightly higher than 2.5 percent in 2017. Private investment, spurred by
corporate tax cuts, grew surprisingly strong at 6.0 percent, the highest since 6.9 percent in 2013. The largest
component of investment growth was in nonresidential fixed investment which includes business structures,
equipment, and intellectual property.

We believe that economic growth will begin slowing in 2019, however the risk of a recession this year
appears to be waning as tensions with China are being resolved and the Federal Reserve is on the record
to exhibit restraint in raising interest rates until economic data indicate that there is a real risk of inflation
from an overheated economy.

Thenat i on6s | abor ma ink&L8. U.5.dusihessesraedid owex 2.4 million jobs (a gain of 1.7
percent), marking the eighth consecutive year of job growth. The unemployment rate fell to 3.9 percent, the
lowest rate since 1969. A tight labor market led to a rise in earnings. Average hourly earnings of U.S. private
employees rose 3.0 percent & close to the record growth rate seen in 2008. Despite healthy wage increases,
the core inflation rate (excluding the volatile food and energy sectors) rose only 2.1 percent, close to the
Federal Reserveds target rate of 2 percent.

Our economic forecast is for continued growth, but at a slower pace. The reasons for continued growth are
a healthy consumer sector, low oil prices, and accommodative monetary policy by the Federal Reserve.
Consumer spending & fueled by a strong labor market and wage gains, healthy household balance sheet,
and low oil prices 8 should remain strong in 2019. Payroll jobs grew by 304,000 in January 2019, 36 percent
higher than the 223,000 average monthly job gain in 2018.
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The unemployment rate was essentially flat at 4.0 percent in January. There was a small uptick from
December 2018 which could be the result of the partial federal government shutdown that has since ended.

Average hourly earnings grew 3.2 percent in January 2019, lower than 4.1 percent in the previous month,
but higher than the 2.1 percent a year ago. The inflation rate, as measured by the change in consumer price
index for the urban consumer (CPI-U), was 2.4 percent in 2018, the highest since 3.2 percent in 2011.

Consumer financials are strong. Household debt service payments and financial obligations as a percentage
of disposable personal income are hovering around their historical lows. Chart 1 shows household financial
obligation and debt service ratios as a percent of disposable income. Consumer net worth is at its historical
high as shown in Chart 2.

Chart 1. Household Debt Service Obligations, 1980Q1 to 2018Q3
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Chart 2. Householdand Nonprofit Organizations Net Worth
1952Q1 to 2018Q3
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Finally, oil prices are low. Oil prices, as measured by the West Texas Intermediary spot prices, were $51.38
per barrel in January 2019, lower than the $64.94 monthly average in 2018 and the $72.89 monthly average
during the past decade (Chart 3). Oil prices are expected to be between $50 and $60 in 2019. Oil prices are
depressed mostly as a result of the slower economy in China and the U.S. re-entering the global petroleum
market as a net exporter as a result of changes in extraction technology.

Chart 3. West Texas Intermediary (WTI) Spot Prices, 1986 t@019
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Generally, lower oil prices keep price increases of manufactured products at bay (Chart 4), which leads to

lower inflation rate and encourage consumer spending. Additionally, lower inflation should keep the pressure
off the Fed to raise the interest rates.

Chart4. Change in WTI vs. Inflation Rate, 1987 t02019
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The biggest reform of the U.S. tax codes in more than 30 years was enacted in December of 2017 and came
into effect in January 2018. This boost in fiscal policy contributed to 2018 economic growth. It is expected to
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have less economic impact on consumer spending and private investment in 2019. In fact, the Congressional
Budget Office estimates a drop in GDP growth to 2.3 percent this year from 2.9 percent last year as the
effects of President Donald Trump's tax cut on business investment begin to fade.! Furthermore, tax
revenues are expected to decline, raising the U.S. budget deficit to $897 billion in 2019.

The primary risk to our forecast is that business growth will be constrained by an inability to staff open

positions with qualified workers. Other risks include recessions in the European Union and China, the

breakdown of trade negotiations with major trading partners leading to higher tariffs on imported goods and

the retaliation by those parther s, and instability in the federal gover
functioning past September.Chi naés share of total world imports incre
percent in 2017 while the U.S. share of the world imports rose from 14.5 percent to 14.9 percent during the

same period2Thi s means that Chinaés economic slowdown coul d
impact the global economy. According to the latest IMF World Economic Outlook report, the global economy

is expected to grow 3.7 percent in 2018, 3.5 percent in 2019, and 3.6 percent in 2020.2 There is much

anecdotal evidence to show the adverse economic impact of the trade war with China on U.S. companies.*

New York Cityds Economic Condition and

TheCit y6s economy grew 3.0 percent in 2018, the fastest ¢
the nationbds 2.9 percent. As of 2018tenthiconsecudhietyepr. has out |

Chart5. Change in Rea GDP and GCP, 2000 to 208
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Private-sector jobs in the City were up by 74,200 or 1.9 percent, the same rate of growth as in the nation.
ThisistheCi t yds nint h c on sceationf makirg it yhe lamgestoséquence bf job gains on

Congressional Budget Office, AAn Over-202%, ofJameary s2h| 2amH9 Budget
https://www.cbo.gov/publication/54947?utm_source=feedblitz&utm medium=FeedBlitzEmail&utm content=812526&utm_campaign=

0

2World Bank Group, World Integrated Trade Solution website, accessed Feb. 26, 2019.

https://wits.worldbank.org/CountryProfile/en/Country/USA/Y ear/2017/TradeFlow/EXPIMP

3 International Monetary Fund, World Economic Outlook Update, January 2019.
https://www.imf.org/en/Publications/WEO/Issues/2019/01/11/weo-update-january-2019

“Austen Hufford and Theo Franci s, AHowi 8adof ket h$oMabStréedlsushdlosvdo wn ?  U.
Feb. 11, 2019. https://www.wsj.com/articles/how-bad-is-the-china-slowdown-u-s-companies-offer-some-answers-

11549908754?mod=hp_lead pos5
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record. Since the Ci t nedowery from the recession began in 2010, private-sector jobs in the City have
increased by 804,100 or 25.6 percent to a record high of almost four million workers. Although private-sector
job growth has been slowing since 2014 when it added a record high of 130,100 jobs, it is still above the
historical average of about 35,000 per year.

Chart 6. Change in NYC Private Sector Jobs: Three Cycles
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The unemployment rate fell to a record low of 4.1 percent in 2018. The labor force grew by 2,900 to a record
high of over 4.2 million. The labor force participation rate held steady at 60.8 percent in 2018, after a record
high of 60.9 percent in 2017. Similarly, the number of city residents employed increased by 21,700 to its
record high of about 4.1 million, and the employment-to-population ratio rose to a record high of 58.3 percent
in 2018.

Despite these generally impressive statistics, job growth has been disappointing for two reasons: poor job
composition and uneven wage gains. First, the composition of jobs has been deteriorating in terms of
income. Well over half of new private-sector jobs created in 2018 (62.5 percent) were in low-wage industries
such as restaurants and bars. Medium wage industries made up 22.5 percent of new private-sector jobs,
while the remaining 15.0 percent were in high-wage industries such as the securities industry. 5

Comparing 2018 job growth distribution among the three wage categories to the previous cycled peak in
private-sector job growth in 2008, the shares of new high and medium wage jobs have declined, while the
share of new low-wage jobs has increased. The trend of creating jobs in the low wage category seems to
be continuing. The shares of new high, medium, and low wage jobs in the private-sector during these two
peak periods are shown in Chart 7.

5 Low-wage jobs pay less than $62,000 annually, medium-wage jobs pay $62,000 to $124,000 annually, and high-wage jobs pay
more than $124,000 annually. In general, the average salary of a private-sector employee in a low-wage sector was $42,000
annually, in a medium-wage sector was $77,000 annually, and in a high-wage sector was about $216,000 as of 2017.
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Chart 7. NYC Payroll Jobs Composition, Percent of Total Privai2008 vs. 2018
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Additionally, the wage gaps between low, medium, and high earners continue to be large: from 2009 to 2017,
the real average salary for the high-wage sector grew 10.1 percent; in the medium-wage sector 7.0 percent;
and in the low-wage sector just 0.5 percent.

Like the U.S., the New York metro area is showing some signs of wage growth both in real and nominal

terms. The tight labor market is leading to higher average hourly earnings, augmented by the increase in the

Cityds minimum wage to $13 an hour in 20 1Meragahoudly $15 pe
earnings of all employees in the private sector rose 3.1 percent in 2018, lower than the 3.6 percent in 2017,

but above the 2.3 percent average growth since 2007. The NY Metro area inflation rate, as measured by the

change in consumer price index, was 1.9 percent in 2018 and 2.0 percent in 2017, indicating that New

Yorkers are seeing real gains in the purchasing power of their earnings.

Venture capital investment in the New York metro area rose to a record high of $13.3 billion in 2018.
Highlights include investments in WeWork of $1 billion, Peloton of $550 million, and Letgo of $500 million.

According to Cushman and Wakefield (C&W), total new commercial leasing activity in Manhattan rose
17.7 percent to over 35.9 million square feet (msf) in 2018, the highest on record. Based on C&W,
Manhattano6s newl yspaceisexpectadtotinerdasedby 9.6 ntsfethe biggest increase in 47
years. This should soften the commercial real estate market by increasing the vacancy rate and holding
rents down.

According to Douglas Elliman, the number of residential units sold fell in Manhattan, Brooklyn, and Queens
in 2018.5 The reasons are believed to be the anticipation of the new tax laws that limits the mortgage interest
tax deduction and property taxes, and a rise in mortgage rates. The average sales price fell in Manhattan,
but increased in Brooklyn and Queens.

Weexpectthe Citybés economic growth to continue through the
the pace of that growth is expected to slow, consistent with the late stage in the business cycle, but remain
above the national growth rate until 2023.

The latest leading economic indicators for the City point to continued expansion. An assessment of business
conditions among firms in the New York City area is provided by ISM-New York, Inc. The most recent report
shows that current business conditions (which measure the current state of the economy from the
perspective of business procurement professionals) index was 67.7 in Q4 2018, lower than the record high

5 https://www.elliman.com/
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of 74.7 in Q3 2018 but, any number above 50 percent indicates the expectation of continued expansion. The
ISM six-month outlook (which measures where procurement professionals expect the economy to be in six
months) was 67.1 in Q4 2018, lower than 79.7 in Q3 2018 but still above the 50 threshold. The NY-BCI
(which measures the cumulative change in business activity) rose to a record high of 840.4 in Q4 2018 from
810.1in Q3 2018.

Initial unemployment claims, which show the number of applicants for unemployment insurance, declined
for the fourth consecutive quarter. According to the NYS Department of Labor, average initial unemployment
claims fell 5.8 percent, on a year-over-year basis, to 25,966 in Q4 2018, the lowest on record.

Finally, according to NYC & Company, the number of visitors to the city rose to a record 65.2 million in 2018,
the ninth straight annual increase and it is expected to reach 67 million in 2019.7

Table5s hows the Comptregblt 650686 08a8das hindecdfasffar 2089 toe2628.n 0o mi ¢

Table5. Selected NYC Economic Indicators, Annual Averages, Comptroller
and Mayorodos BRB80R*xcast s, 201
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Selected NYC Economic Indicators
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SOURCE: Comptrol |l er=forecast by t IGEP=GL CityCRradpct. The INV@ Office of Of f i c e .
Management and Budget in the February 2019 Financial Plan. NA=not available.

" https://business.nycgo.com/press-and-media/press-releases/articles/post/new-global-partnership-between-nyc-
company-and-mastercard/
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lll. The FY 2@0 Preliminary Budget

The FY 2020 Preliminary Budget released on February 7 shows a balanced budget of $92.2 billion.
Revenues in the Preliminary Budget are $763 million higher than projected in the November Plan.
Expenditures are $2.42 billion lower, driven by an increase of $2.65 billion in planned prepayment of
FY 2020 debt service. The combination of higher revenues and lower expenditures closes a $3.18 billion
gap projected in November.

More than three-quarters of the revenue increase result from revisions to City-funds revenues which are
increased by $590 million from the November Plan projection, as shown in Table 6. The increase in revenues
include $32 million of additional revenues attributed to the current round of the Citywide Savings Program
(CSP). Net of the CSP revenues, tax revenues show an increase of $564 million and non-tax City-funds
revenues a decrease of $6 million. Upward revisions of $277 million and $234 million to tax audit and
property tax revenue forecasts, respectively, account for the bulk of the increase in tax revenues.

Table 6. Changes to FY 2020 Cityrunds Egimates
from the November Plan

(% in millions)

Gap to be Closed i November Plan $440
Tax Revenues $564
Non-Tax Revenues ($6)
Revenues From Citywide Savings Program $32
Total Revenue Changes $590
Agency Expenditures $293
Miscellaneous Budget $4
Collective Bargaining Adjustment $2
Savings From Citywide Savings Program ($239)
Total Expenditure Changes $61
Gap To Be Closed Before Prepayments (%$2,650)
FY 2019 Prepayment of FY 2020 Debt Service $2,650
Gap to be Closed i February 2019 Financial Plan $0

The remaining $173 million increase in revenues is due to increases in categorical grants driven by revisions
to Federal, State and other categorical grants, which, respectively, are $62 million, $54 million, and $51
million more than projected in November. Upward revisions of $38 million and $14 million in revenues from
expanded participation in the federal Community Eligibility Provision (CEP) school food program, and
Community Development Block Grants (CDBG), respectively, account for the bulk of the Federal categorical
grants increase. The additional State grants in FY 2020 are driven primarily by a $41 million increase in
State funding for school connectivity and technology while the increase in other categorical grants reflects a
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$50 million reimbursement from the joint Health Stabilization Fund for the second of two $100 per member
lump sum payments into the welfare funds.®

FY 2020 City-funds expenditures are $2.59 billion lower than in the November Plan. This reduction reflects
a $2.65 billion increase in the planned FY 2019 prepayment of FY 2020 debt service, bringing the total
planned prepayment of FY 2020 debt service to $3.17 billion. Baseline expenditures are $299 million above
the November Plan driven by a $293 million increase in agency expenses. As shown in Table 6, all but
$61 million of the City-fund spending increases are offset by spending reductions in the Citywide Savings
Program (CSP).

More than a third of the increase in City-funds agency spending is to fund the Fair Fares program in FY

2020. The November Plan had included $106 million to fund Fair Fares for the second half of FY 2019 only.

The current plan adds $106 million to FY 2020 for FarFar es. As di scussed in ARisks a
on page 26, the funding for only half ayear of Far Far e expendi tures poses a risk
assumptions.

Other significant increases include:

1 $25 million to create 1,900 new 3-K seats, bringing the projected FY 2020 pre-K for three-year-olds
to $171 million. The spending on pre-K for three-year-olds is projected to increase to $242 million
by FY 2023.

1 $31 million in new needs in the Department of Youth and Community Development (DYCD) to
expand the Summer Youth Employment Program, bringing the City-funded FY 2020 budget for
SYEP to $125 million, approximately $21 million less than budgeted for FY 2019.

1 $25 million in new needs in the Health + Hospitals (H+H) to fund the NYC Care initiative. The funding
is projected to increase by $25 million annually over the next two fiscal years to $100 million by
FY 2022 and remain at $100 million in FY 2023.
FY 2019Budget Stabilization Account (BSA)

Since the November Plan, the City has recognized a net $2.65 billion of additional resources in the FY 2019
budget. Because these resources are not required to balance the current fiscal yeard budget, they are used
to increase the FY 2019 Budget Stabilization Account, bringing the total FY 2019 BSA to $3.17 billion. The
BSA will be used to prepay $2.32 billion of Transitional Finance Authority (TFA) and $850 million of general
obligation (G.O.) debt service. As shown in Chart 8, these additional resources are the result of:

A reduction of $825 million in the FY 2019 General Reserve;

The elimination of the $250 million FY 2019 Capital Stabilization Reserve;

A net savings of $400 million from adjustments to prior-year receivables and payables estimates;
An increase of $227 million in tax revenues;

The release of $106 million from the reserve of disallowances against categorical grants;

An increase of $90 million in unrestricted intergovernmental aid;

=A =2 =4 =4 =4 -4 -

An increase of $180 million in non-tax City-funds revenues;

8 The City and the Municipal Labor Committee reached a health saving agreement covering FY 2019 to FY 2020 to generate savings
of $200 million in FY 2019, $300 million in FY 2020, and $600 million in FY 2021 and beyond. The agreement includes two $100 per
member lump sum payments effective July 1, 2018 and July 1, 2019, funded by the joint Stabilization Health Fund.
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1 A new round of CSP with projected FY 2019 savings of $770 million; less
1 Additional City-funds spending of $199 million
Chart 8. Funding the FY 2019 BSA
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The takedown of the General Reserve, the elimination of the Capital Stabilization Reserve and the
recognition of savings from adjustments to prior-year estimates of payables and receivables are budget
adjustments that are typically made in the January/February plans.

The reserve for categorical disallowances is a set-aside for potential rejection of City claims against federal
and state categorical aid. The release of $106 mi | | i on fr om t he r es e tha this
amount is not needed to meet expected disallowances. Because the reserve is against disallowances of
prior-year claims already recorded as revenues, the released funds are treated as City-funds revenues in
the fiscal year in which they are released.

With the exception of personal income tax (PIT) and commercial rent tax (CRT) revenues, all other tax-
revenues were revised upwards, resulting in a net increase of $227 million in tax revenues. The drop in PIT
revenues reflects a larger decline than previously anticipated because of the shifting of income from tax year
2018 to tax year 2017 by City tax filers to take advantage of the last year of State and Local Tax (SALT)

ef

ect

deduction. Tax revenues are discussed in greaterdetaili n A Tax Revenueso28eginning ol

A number of non-recurring actions 8 some of which were included as part of the Citywide Savings Plan,
while others were not 8 contributed to the FY 2019 surplus. Among these are the release of funds from the
reserve for categorical aid disallowances ($106 million; discussed above), reimbursements from H+H
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($371 million; discussed below), the sale of City assets, and $77.7 million in restitution as part of a legal
settlement with French bank Société Générale.

Citywide Savings Program

The February Financial Plan contains another round of CSP that is expected to provide budget relief totaling

$770 million in FY 2019, $271 million in FY 2020, $264 million in each of FY 2021 and FY 2022, and

$281 million in FY 2023. Nearly half of the FY 2019 savings is due to a reimbursement from H+H primarily

for debt service, tort claim and retiree health benefits payments made on its behalf in FY 2015 and FY 2016.

These reimbursements account for $371 million of the FY 2019 savings. In the outyears, a reduction in the

Citydéds budget for fAother than per sonamiliemefrtherecuaisgd ( OTPS
savings.

With the current round of CSP, estimated budget relief over the Plan period now totals $3.16 billion o

$2.72 billion in reduced expenditures and $440 million in additional revenues. Only about 29 percent of the
FY 2019 initiatives have recurring benefits that extend to the end of the Plan period. As shown in Table 7,
these initiatives account for $243 million of the savings in FY 2019, $169 million in FY 2020, $232 million in
FY 2021, $259 million in FY 2022, and $179 million in FY 2023.

In contrast to the FY 2019 initiatives, more than 80 percent of the FY 2020 initiatives have recurring savings
in each of the outyear of the Plan, with savings ranging in a narrow band between $232 million and
$243 million as shown in Table 7. Two initiatives account for about two thirds of these savings. As discussed
above, a reduction in the OTPS inflation budget accounts for $111 million of the recurring outyear savings.
In addition, the extension of the elimination of FY 2019 vacant positions to the outyears is expected to
generate between $49 million and $52 million of annual savings in FY 2020 through FY 2023.

Table7. Recurring and NonRecurring Savings

($ in millions) FY 2019 FY 2020 FY 2021 FY 2022 FY 2023
Recurring Savings
FY 2019 Initiatives $243 $169 $232 $259 $179
FY 2020 Initiatives 0 234 241 243 232
Subtotal Recurring Savings $243 $403 $473 502 $412
Non-Recurring Savings $856 $132 $65 $38 $31
Total $1,099 $535 $538 $540 $443

Risks and Offsets

Withtheex cepti on of FY 2020, the Comptrollerds Offices ar
additional resources in each year of the Financial Plan, ranging from a low of $117 million in FY 2023 to a
high of $285 million in FY 2022, as shown in Table 8. For FY2 02 0, the Comptroll r
expenditures estimates are almost completely offset
Comptrolleros Office pr ojméliontinsFY 201% aindrgireatgapsoudd milliom s FYO f $ 1
2020, and smaller gaps of $3.27 billion, $2.65 billion, and $3.18 billion in FY 2021 through FY 2023,
respectively.

eros
e by
60

Excluding estimated VRDB savings, the expected take down of the General Reserve, and underspending

for the Fair Fare program in FY 2019, t he Compt r ol | er &of epéndituresar@ sonsesterity mat e

hi gher than the Cityds over the Plan period. The Offic
Cityéds in each year of t he Pl tare risks anr thesedfiscal yeard. Thef f set s
Comptrollerdés revenue project i olasRewnues bebinringonspaged8 i n gr e
and Miscellaneous Revenues beginning on page 33.
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Table8. Risks and Offsets to the Februay 2018 Financial Plan

(% in millions, positive numbers decrease the gap and negative numbers increase the gap)

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023

City Stated Gap $0 $0 ($3,516) ($2,939) ($3,296)
Tax Revenues
Property Tax $0 $200 $387 $735 $1,085
Personal Income Tax (103) 49 88 46 (59)
Business Taxes 145 (81) (11) 9 31
Sales Tax 77 158 165 150 107
Real Estate-Related Taxes (84) 108 166 82 (30)
Audit 0 0 179 179 179
Subtotal Tax Revenues $35 $434 $974 $1,201 $1,313
Non-Tax Revenues
ECB Fines $4 $13 $13 $19 $19
Late Filing/No Permit Penalties 4 4 10 10 10
Motor Vehicle Fines 2 2 2 2 2
Parking Violations Fines 8 5 5 5 5
Subtotal Non-Tax Revenues $18 $24 $30 $36 $36
Total Revenues $53 $458 $1,004 $1,237 $1,349
Expenditures
Overtime ($193) ($122) ($150) ($150) ($150)
Charter School Tuition 0 (119) (281) (478) (758)
DOE Medicaid Reimbursement (20) (20) (20) (20) (20)
Carter Cases (80) (80) (80) (80) (80)
Fair Fares 50 (106) (212) (212) (212)
Homeless Shelters 0 (12) (12) (12) (12)
VRDB Interest Savings 50 0 0 0 0
General Reserve 300 0 0 0 0
Total Expenditures $107 ($459) ($755) ($952) ($1,232)
Total (Risks)/Offsets $160 ($1) $249 $285 $117
Restated (Gap)/Surplus $160 ($1) ($3,267) ($2,654) ($3,179)
The Comptrollerds Officebs expenditure risks in

Plan, driven primarily by the absence of funding for the Fair Fares program in the outyears. Previously, the
City had included funding to support the program for half a year, with the program scheduled to begin in the
second half of FY 2019. The Administration was opposed to using City funds to support the program and
had insisted that beyond the initial launch, the program would continue only if there were a dedicated source
of revenue. However, the February Plan extends the program into FY 2020 without a dedicated source of
revenue to support it. It appears unlikely that the program would be discontinued in the outyears, once it has

t

he

out

takenrootinFY2019 and FY 2020. Bas ed o reatfimding®rtheyproggameveutdi mat e s

total $212 million. However, the program is off to a slow start and thus far only about $14 million of the $106
million budget have been spent. If participation does not pick up, it is likely that there will be about $56 million
of unused Fair Fares funds in FY 2019.

Other substantial risks over the Plan period include risks of $193 million in FY 2019, $122 million in FY 2020
and $150 million in each of the remaining outyears for overtime spending; charter school tuition risks of $119
million in FY 2020 growing to $758 million by FY 2023; risks of $80 million annually in FY 2019 i FY 2023
for reimbursements to families for the cost of placing special-needs children in non-public schools; risks of
$20 million annually from shortfall against projection of Medicaid reimbursements for special education
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related services; and risks of $12 million annually beginning in FY 2020 from shortfall in DHS adult shelter
service funding.

RevenueAnalysis

TaxRevenues

In the February Plan, total revenues are estimated to grow by $6.8 billion over the forecast period, from

$92.02 billion in FY 2019 to $98.82 billion in FY 2023. City-funds revenues are projected to increase from

$66.40 billion in FY 2019 to $73.82 bilionin FY 2023. These proj ections r ethatect t he
both the local and national economies will continue to expand over the four-year Financial Plan. Tax revenue

is projected to grow by only 2.7 percentin FY 2019,f ol | owi ng | ast 6s year growth of
slowdown in the current fiscal year largely reflects a one-time boost related to Federal tax reform which

contributed to a 19 percent increase in Personal Income Tax revenue in FY 2018 that is not expected to

recur. In the outyears, from FY 2020 7 FY 2023, the City projects growth in overall tax revenues to average
32percent. This result is driven by growth in the City?o:
in FY 2020 1 FY 2023. This compares to average projected growth in non-property tax revenue of only 2.2

percent over the period.

The February Plan reflects $23.73 billion of Federal and State aid for FY 2019, representing about 26 percent
of the Cityoduw projectomsalvér the eutyears of the Plan, Federal and State grants are
projected to decline to $22.72 billion in FY 2020 and gradually recover over the remainder of the Plan to
reach $23.47 billion by FY 2023. Federal support is projected to fall from $8.47 billion in FY 2019 to a range
of $7.1 billion T $7.3 billion in each of FY 2020 i 2023 mainly due to declining Sandy-related reimbursements
and the inclusion of rollover Federal funds in FY 2019. Meanwhile, State aid is projected to grow from $15.26
billion in FY 2019 to $16.35 billion by FY 2023, driven primarily by the expectation of school aid increases.

Revisions since the November Modification, FY 201971 FY 2023

In the February Plan, the City projects total tax revenues of $60.7 billion in FY 2019, an increase of
$228 million over the November Financial Plan. The outyears were also revised upwards by $567 million,
$6 million, $436 million, $35 million, respectively, in FY 20207 FY 2023.

Table 9. Revi si o08BxReeenue Assum@tionsy 0
November2018 vs. February2019
(% in millions) FY 2019 FY 2020 FY 2021 FY 2022 FY 2023
November 2018 Financial Plan Total $60.453 $62.349 $64,762 $66,495 $68,860
Revisions:
Real Property 76 234 198 448 199
Personal Income (PIT) 177) 24 (81) 12 7
Business 104 3 (22) 76 9)
Sales 23 2 (52) (39) (64)
Real-Estate Transactions 162 15 (33) (51) (69)
All Other 39 12 (5) (11) (29)
Tax Audit 1 277 0 0 0
Total, Revisions $228 $567 $6 $435 $35
February 2019 Financial Plan Total $60,681 $62,916 $64,768 $66,930 $68,895

As Table 9 shows, the largest upward revisions in FY 2019 were in the real property and property transfer
taxes and in the general corporation tax. These were offset by significant downward revisions to the personal
income tax and the unincorporated business tax. Most of the upward revision to the outyear forecast was in
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the real property tax and reflects the new tentative roll released in January. Audit revenue was also revised
significantly higher, but only in FY 2020.

Comptroller Projections, FYs 20197 2023

The Comptrol | er 6s f orecast anti ci p&peecentimtbevcernent fiscatyeardyegeto w by o
a significant decline in PIT revenue thatf ol | owed | ast -rglaea suégs. The autyear ferécast m

is predicated on the outlook for the local economy and its main indicators, employment and wages, which

continue to grow but at moderating rates as labor supply constraints and the effects of higher interest rates

take hold. Reflective of these underlying fundamentals, overall tax revenue growth slows over the forecast

period as shown below, particularly for the income-sensitive taxes. Property tax revenue also slows, but the

continued phase-in of prior year pipeline of assessment changes sustains growth above 4.0 over the Plan

period.

This patternofs | owi ng r evenue gr owtfdiecastsThesnaimdiffernce i¢ tlwat theligherCi t y 6 s
near-term projections for property taxes cause revenues to remain higher throughout the forecast period.

The Comptrollerds f or ec as tpropefty taxes FramaRy 2020atm FYu2823 of .2 o wt h i r
percent compared to 4.4 percent for the City explains most of the resulting $1.3 billion difference in revenues

by FY 2023 (Table 10). A more detailed discussion of our projections and differences fromthe City 6 s f or eca st
follows.

Table10. Tax Revenue Forecast, Growth Rates

Average Annual

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 Growth
Property
Mayor 6.1% 5.9% 4.6% 4.0% 3.0% 4.4%
Comptroller 6.1% 6.6% 5.2% 5.0% 4.0% 5.2%
PIT
Mayor (7.0%) 4.4% 2.4% 3.2% 3.5% 0.6%
Comptroller (7.8%) 5.7% 2.7% 2.9% 2.7% 0.6%
Business
Mayor 6.0% 0.5% 1.8% 1.4% 2.1% 2.0%
Comptroller 8.5% (3.3%) 3.0% 1.7% 2.4% 2.3%
Sales
Mayor 4.9% 4.6% 3.3% 3.6% 3.2% 4.2%
Comptroller 5.9% 5.6% 3.3% 3.3% 2.7% 4.5%
Real Estate Transactions
Mayor 7.7% (9.6%) 1.3% 2.3% 2.8% (0.9%)
Comptroller 4.3% (2.3%) 3.5% (1.1%) (1.7%) (0.4%)
Other
Mayor 12.4% (2.0%) 1.1% 2.1% 1.8% 0.7%
Comptroller 12.4% (2.0%) 1.1% 2.1% 1.8% 0.7%
Audit
Mayor (20.9%) (5.6%) (27.8%) 0.0% 0.0% (9.1%)
Comptroller (20.9%) (5.6%) (9.8%) 0.0% 0.0% (3.9%)
Total Tax
Mayor 2.7% 3.7% 2.9% 3.3% 2.9% 3.2%
Comptroller 2.7% 4.3% 3.8% 3.6% 3.0% 3.7%
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Table11. Comptroll erds Office Risks
to the Cityodos Tax Revenue Proj

($ in millions) FY 2019 FY 2020 FY 2021 FY 2022 FY 2023
Property $0 $200 $387 $735 $1,085
PIT (103) 49 88 46 (59)
Business 145 (81) (11) 9 31
Sales 77 158 165 150 107
Real Estate Transaction (84) 108 166 82 (30)
Audit 0 0 179 179 179
Total $35 $434 $974 $1,201 $1,312

*Totals may not add due to rounding.

A more detailed discussion of our projections and diff

Property Taxes

The forecast for the Cityds | argest revenue source sho
Period. Property tax revenue is estimated to grow on average by 5.2 percent annually from FY 2020 to FY

2023. This compares to recent growth of 7.2 percent in FY 2018, 6.1 percent in FY 2019, and 6.6 percent in

FY 2020 based on the tentative roll released in January 2019.

In the near term, property tax revenue continues to be supported by the strong pipeline of past market value
assessments that are phased in over 5 years for Class 2 and Class 4 properties. Over the long term however,
there are indications of weakness in some key property sectors.

On the residential side, the median sales price for Manhattan apartments declined by 5.8 percent in 2018
and average rents were flat during the same period.® Growth for residential property values in some of the
previously booming neighborhoods outside Manhattan also subsided.

Turning to the commercial real estate market, the baseline economic forecast assumes that increases in
office-using employment will continue to provide support for office space demand. One area of concern,
however, is whether demand will keep up with supply. In recent weeks there have been announcements of
speculative new office development occurring without advance leasing by an anchor tenant.1® The last time
that the City saw substantial amounts of speculative space hit the market was in the late 1980s and early
1990s. Coupled with the protracted recession that ensued, the office market suffered one of its longest and
most severe downturns in recent history. The other area of concern and weakness is the retail sector, which
continues to be plagued by high vacancies and falling rents, particularly in Manhattan.

While our baseline assumption does not anticipate a downturn, slowing economic growth and weakening

fundamentals will result in property tax revenue growth declining from 6.6 percent in FY 2020 percent to only

4 percent by the end of the Plan period in FY 2023. The City projects even lower growth. Part of the difference

is due to the fact that t he Co fepnt growth prepagats thrbughguditte as s um
forecast period because of the pipeline effect. The other difference is the forecast for reserves. The Ci t y 6 s
projections show reserves jumping to over 6.5 percent of the levy in FY 20207 FY 2023 from only 5.8 percent

in FY 2019. Assuming a more steady reserve-to-levy ratio results in a forecast for reserves that is likely to

be $200 million 7 $300 milion] ower than the Cityds estimate. The c¢omt

9 Statistics for the residential market are from the Real Deal 2019 Databook.

10 The latest announcement came from Brookfield properties which plans to proceed on developing a 2.0 million square foot property
in Hudson Yards without having secured a tenant. https://www.bisnow.com/new-york/news/construction-development/brookfield-will-
build-2-manhattan-west-on-spec-97212
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slightly higher assumptions on property tax growt h, roe
projections by $1.1 billion by the end of the Plan period.

Factors that could affect future property tax revenues include the Tax Equity Now lawsuit, and the Advisory
Commission convened by the Mayor and Speaker Johnson, which is expected to release its report and
recommendations by the end of calendar year 2019.

Mortgage Recording and Real Estate Transfer Taxes

Year-to-date collections data indicates that the Cityd s r e a | estate transfer taxes h
y e a B.®decline, and for the year as a whole are estimated to grow by 4.3 percent. Part of the rebound is

likely due to the enactment of tax provisions under the TCJA which generally provided for favorable treatment

of commercial real estate properties by allowing for more generous and comprehensive deprecation. In spite

of this recent rebound, we anticipate revenues from transaction taxes to be essentially flat over the plan

period from FY 2020 7 FY 2023. As noted above, the housing market has cooled and even though the Fed

has recently taken a more dovish approach to increasing interest rates, we still expect that higher interest

rates, with the ten-year treasury yield reaching almost 4 percent by 2023, will act as drag on both commercial

and residenti al t r forecad is also tomoserall mo@idnate declings yndransaction taxes,

although with slightly different timing.

Personal Income Taxes

Personal income tax collections continue to be significantly impacted by recent changes to federal tax law.

Collections data for December and January showed a 61.7 percent year-over-year decline in the non-

withheld components of income taxes.!! While both the City and the Comptroller6 s O hafl anticipated

| arge declines following | ast yearés surge due to tax
was higher than anticipated, particularly in December. The reasons for this larger than expected decline are

hard to gauge at this time. The stock market& tumble in the 4 quarter may have added to the anticipated

drag on revenues from tax reform. Another possibility is that taxpayers may have overpaid their taxes last

year to take advantage of the full deductibility of State and Local taxes and are using prior year credits to

of fset this y2eAathidtene weady noe have glata to verify whether filers are drawing down

credits from prior years, and last year in particular.

Looking ahead, such weakness in non-withheld collections would normally foreshadow further declines when
final payments are due in April.12 The extensive impact of tax reform makes for a very difficult interpretation
of the collections data. Both the IRS and NYS Tax Department continue to issue guidelines and technical
memorandums on some of the more complex provisions of the tax law.* This will likely result in a higher
than usual amount of amended returns. The difficulty in explaining recent collections is not unique to New
York City. Many states and localities were also caught by surprise by the weakness in 4 quarter collections
and there is increased uncertainty around upcoming collections for PIT in the crucial month of April, when
final returns are due.

1 All numbers in the following sections exclude audit revenues, which are covered separately in a later section of this report.

2Even though the report fAGene&ld Pumll d saiteidormyoft hRullloiimtLaLwmMmi 5t ee o
taxpayers against doing so it is not clear how the IRS would pursue this.

13 Filers who pay estimated taxes typically incur significant penalties in April when quarterly payments fall below certain thresholds

established by safe harbor provisions.

4For instance, on February 8", 2019, the New York State tax department released a memo providing additional guidance on the

treatment of repatriation and global Intangible low-taxed income for individuals and fiduciaries.

https://www.tax.ny.gov/pdf/2019/inc/m19-11.pdf
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Some analysts have looked to the federal forecast by the Congressional Budget Office which anticipates
relatively strong collections at the federal level as a measure of reassurance that collections in the coming
months could still provide upside to the current downward trend.’®> Even assuming that the federal
projections are correct, NYC collections would still deviate significantly from federal trends for several
reasons. First, the repatriation of offshore tax deferrals from hedge funds that occurred last year should
have a larger impact on City collections compared to the federal government, both in terms of |
surge and t hi s vy e dSingarlyptiiefstsfteng of incange thdt eccurredrbecause of the newly
imposed limitation on state and local tax deductibility would also have had a much larger impact on City
collections. The final cause for concern is that even if federal income tax receipts were to hold up in April,
New York State taxpayers may have shifted their liability to other states. There has been a lot of speculation
that the loss of state and local deductibility may have caused wealthy New Yorkers to shift their residence
to more tax friendly states. It is important to note that at this point there is no data to confirm whether tax
migration has occurred, but the impact of the increase it tax differentials among New York State and other
States warrants close monitoring.’

While there is still the possibility that collections may recover in April, our assessment is that the risks remain
tilted to the downside. The City, while lowering its estimate for PIT revenues in FY 2019 by $177 million,

assumes a moderate pickup in collections through the remainder of year. The Comptroll er
less optimistic and assumes a small but continued deterioration in this trend. As a result, in FY 2019,
collections could be about$100mi | I i on | ower compared to the Cimbor¢g 6s f or «

aligned and show revenue growth in PIT slowing from FY 2021 to FY 2023, consistent with the underlying
projections for growth in the local economy.

Business Income Taxes

Business tax collections also continue to be significantly impacted by the sweeping changes to Federal tax
law, although the pattern is somewhat different compared to PIT. For the General Corporation Tax (GCT), a
lower federal tax rate for Tax Year 2018 likely caused a one-time shift of income into the current year as
evidenced by the more than 20 percent jump in year to date collections through December 2018.18 For the
Unincorporated Business Tax (UBT), the impact of income shifting is less straightforward. The two main
provisions of the TCJA, the limitation on SALT deductions and the allowance of a 20 percent deduction on
qualified business income, counteract each other in terms of the timing of the incentive to shift income.

Overall business tax revenue is projected to jump by 8.5 percent in FY 2019, primarily as a result of the

shifting of GCT income into the current tax year. This one time boost to revenues is followed by a decline

of 3.3 percent in FY 2020. The City shows a similar pattern but the amplitude of the one-time increase and

the slowing that follows is not as pronounc ed. Compared to the City6os pr
anticipates higher revenues in FY 2019 and then lower revenues in FY 2020. As the impact of these one-

time effects related to tax reform dissipate, both out-year forecasts resume a similar pattern of moderating

growth consistent with the overall slowing in the economy.

As with personal income collections the complexity of federal tax reform could entail significant revisions to
returns, and impact revenues in unpredictable ways.

5 https://www.cbo.gov/publication/54918

16 Neither the City nor the State could provide data on how this provision affected tax year 2017 returns, so we are unable to quantify
this effect.

Anecdotal reports of an uptick in housing sales to wealthy New Yorkers in tax friendly states like Florida would lend support to this
theory. https://therealdeal.com/2019/01/11/florida-resi-brokers-developers-chase-new-york-buyers-affected-by-new-tax-law/

18 Unlike individuals, the limitation on SALT deductibility imposed under the TCJA was not applied to corporations.
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Sales Taxes

Stong fundamentals in the Citybés | abor market and
in the Cityds s awhiehsaretup almost® Ipércert throwgh fiscal month January. This
momentum is expected to be sustained in the near term. Sales tax growth is further boosted by the June
2018 Supremes Court decision to allow the imposition of sales tax on remote sellers, and the expiration of
the STAR-C interceptor, a state action that reduced City sales tax revenue in State fiscal years from 2017-
2019. The impact of these policy actions and the underlying economic fundamentals result in above average
growth in sales tax revenue of just below 6 percent in both FY 2019 and FY 2020. As slower economic
growth sets in beginning in FY 2021, sales tax revenue growth also moderates to about 3 percent on
average. Compared to the Cityds forecast, t he
growth and the resulting difference of about $100 million carries throughout the Plan period.

The above estimates do not incorporate the impact of proposed legislation to tax recreational cannabis and
marketplace sellers. These effects will be included when legislation is enacted.

Audit Revenue

The City significantly revised audit collections for FY 2020, increasing the forecast of these by $277 million
and bringing total expected revenues from audits to roughly $1 billion. The upward revision was not,
however, baselined in the out-years, which continue to show audit revenue dropping to $721 million. While
recognizing the volatility of single revenue sources within audit collections, overall audit revenue has
consistently hovered in the $1 billion range in recent years. We anticipate therefore that audit revenue could
exceed the City projections by about $180 million in each year from FY 2021 through FY 2023.

PILOT Revenue

The Cityds collects Payments in Lieu of Real Est
that would otherwise be exempt from paying local property taxes, such as the NYC Industrial Development
Agency and the Battery Park City Authority. The City estimates that in FY 2020, it will collect just over $500
million from PILOTSs. Thereafter the City projects that PILOTs will decline to $444 million. The underlying
projections of some of the PILOT revenue sources such as those from the Hudson Yards development area
show real property taxes flat in the out-years. This seems unlikely given existing growth in this market and
that new development will likely come on line. As such, combined PILOT revenue from all sources could be
higher than the Ciniliodte $1@0amilliomiraFy 2020 tdRY 2(R3. 0

Miscellaneous Revenues

In the February 2019 Financial Plan the City raised its FY 2019 miscellaneous revenue projection by a net
$444 million, to $5.48 billion. 1° Approximately $173 million of this increase reflects revenue initiatives
included in the Citywide Savings Plan. The revised FY 2019 miscellaneous revenue forecast is over $500
million higher than the $4.97 billion realized in the previous fiscal year. This is mostly due to higher revenue
projections for fother miscell aneous 0,-redumirg kevedueniry
FY 2019. Table 12 shows the changes in the FY 2019 miscellaneous revenue projections since the
November 2019 Plan. Except for rental income, the February Plan increased FY 2019 projections for all
other categories of miscellaneous revenue.

Anticipated revenues from licenses and franchises increased by $13 million. This reflects mainly higher
projected revenues from building permits, street opening permits and fees from sidewalk cafes. Projected

19 Miscellaneous revenue analysis excludes private (other categorical) grants and intra-City revenues.
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interest income increased by $3 million to account for re-estimates of overnight investment and debt service
interest income. Projected revenues from charges for services increased by $15 million mostly due to higher
anticipated filling fee revenues from the Affordable NY housing program (formerly the 421-A program).
Revenue forecast for fines and forfeitures increased by a net $20 million. This includes primarily $25 million
in additional revenues from Environmental Control Board (ECB) fines and $9.6 million in additional
Department of Buildings (DOB) late filing/no permit penalties. These increases were partly offset by a
$17.5 million decrease in projected revenues from bus lane and red light camera fines, reflecting lower than
expected collections.

Table12. Changes in FY 209D Estimates
November2018 vs. February2019

($ in millions) November February Change
Licenses, Franchises, Etc. $715 $728 $13
Interest Income 190 193 3
Charges for Services 1,010 1,025 15
Water and Sewer Charges* 1,450 1,464 14
Rental Income 259 259 0
Fines and Forfeitures 960 980 20
Other Miscellaneous 451 830 379
Total $5,035 $5,479 $444

*Water and sewer revenues collected by the Water Board from dedicated water and sewer
charges represent reimbursements for operation and maintenance of the water delivery
and sewer systems and therefore are not available for general operating purposes.

The category fAother miscellaneouso incurred the
This is mainly driven by non-recurring revenues in FY 2019 such as $152.3 million in H+H reimbursement
primarily for debt service, $117.6 million in proceeds related to the sale of land underneath a City-owned
property at 101 Barclay Street and $77.7 million in restitution resulting from a deferred prosecution
agreement involving the French bank Société Générale for illegal transactions made on behalf of entities in
countries subject to U.S economic sanctions. Other one-time revenue sources in FY 2019 include $8 million
in HPD debt service balance, $8 million in additional settlement payments, and a combined $5.9 million in
additional asset sales and savings associated with lowering the costs of insurance policy claims.

Miscellaneous revenues are projected to decline 8.7 percent in FY 2020 because of non-recurring revenues
reflected in the current year, falling to ar-@02ad

arges

$5

Based onrecentcol | ecti on trends, t he Co mptfior finkseto ke above the i ¢ e

Citybds forecast 2019, $4ndllionmmn FYI2020, 830 mitlion ih ¥Y 2021 and $36 million in

FYbs -2002RPhese offsets r esul tOffitersighly Highes reveruengrdjectionis foe r 6 s

Environmental Control Board (ECB) fines, Department of Buildings (DOB) penalties, and fines from motor
vehicle and parking violations.

Federal and State Aid
The February Financial Plan projects total Federal and State aid of $23.73 billion in FY 2019, supporting

nearly 26 percent of the Citybds expenditure budget.

recognized an increase of $378 million in the current year comprised of $256 million in Federal aid and $122
million in State grants. A significant portion of the increase is reflected in social services grants totaling about
$142 million, including $28 million in foster care funding, $19 million in Headstart grants, and $76 million in
prior year reimbursement for Medicaid administration and public assistance.?® The February Modification
also recognizes $83 million in additional Community Development Block Grant for Disaster Recovery and

®Net of transfer of $110 million in Federal and State gr amot s
delayed implementation of the EarlyLearn program.
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other Sandy-related reimbursements, bringing the new total to $486 million in the current year. The
remainder of the FY 2019 increase is comprised mostly of $63 million in asset forfeitures and $46 million in
education aid revisions.

In the FY 2020 Preliminary Budget, the City assumes $22.72 billion in Federal and State assistance,
reflecting a modest increase of $116 million since the November Plan. About 83 percent of this total is
expected to support education and social services spending. The decline in Federal and State support in FY
2020 is mainly attributable to declining Sandy-related reimbursement and more conservative estimates of
certain Federal grants. The City expects State aid to total $15.4 billion in FY 2020, of which $11.5 billion
would fund education expenses, including $8.2 billion through Foundation Aid. Over the financial plan, the
City assumes that total State aid would grow at an average rate of 2.0 percent.

Over the remainder of the Plan, Federal and State grants are projected to rise to $23.04 billion in FY 2021,

$23.44 billion in FY 2022 and $23.47 billion in FY 2023. These projections represent average annual growth

of about 1.1 percent from the FY 2020 Preliminary Budget, driven primarily by expectation of State education

aid increases of about 2.5 percent annually. Assuming these assumptions hold true, Federal and State

support for the Citybés expense budget would decline fr
2023.

New York State Executive Budget

Governor Andrew Cuomo unveiled his proposed Executive Budget for State fiscal year 2019 i 2020 on
January 15, 2019. Three weeks later, the Governor and the State Comptroller reported that a larger than
expected drop in personal income tax collections in December and January had produced a $2.3 billion tax
revenue shortfall in the Stated financial plan. On February 15, the State released the 30-Day Amendments
to the Executive Budget, detailing a projected $3.8 billion personal income tax shortfall over State fiscal
years 20181 2019 and 201971 2020. The revised state budget proposed $550 million in cuts against planned
growth in Medicaid spending, transfers of excess fund balances, and drawing down reserves, among other
measures to balance the 2019 i 2020 State budget.

School Aid
Under the Governorod6s proposal, school aid to New York
However , Filaecial®iart agstirses that school aid would rise by 4.0 percent, a difference of $148

million in FY 2020. The Executive Budget would also require the City to allocate 75 percent of its Foundation

Aid increase to schonodesdd easni-tigunfadt eedde ta Stataideéindiphs af student

need and fadequatedspending levels. The City Department of Education has determined that 22 percent of

City public schools would meet this definition. If the City were forced to spend 75 percent of the proposed

$202 million increase in Foundation Aid, or roughly $150 million, on this smaller subset of schools, the City

would have to use its own funding to make up the shortfall at all other schools. Given that the group of
schools that would Wmeedésiagilathaldddads cfulmirgmt | yquartercei ves
of the Cityds Fair Student Fumihdreasg fomtHesesahaols woalthcreatenand at i r
a system-wide funding gap of about $100 million.

Additionally, absent a change in State law, the City will be required to increase charter basic tuition payments
at the same rate as public school spending, while State reimbursement remains frozen. Although the current
law was adopted two years ago, the City has not yet reflected the additional costs in its Financial Plan,
generating risks of $119 million in FY 2020, $281 million in FY 2021, $478 million in FY 2022 and $758
million in FY 2023. However, the City projects that the FY 2020 cost to the City due to funding shift for Family
Assistance would be higher at $125 million.
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Cost Shifts to the City

As proposed, the Statebds Executive BudgetCitywealthladd al so r
public assistance expenses. The City would be required to fund 10 percent of the Family Assistance

program, which provides cash assistance to needy families, and is currently fully State-funded. State
reimbursements ab o v e t he Ci t yférsnondermaesgency goublicnhealth spending, such as
communicable disease control and chronic disease prevention, would also be reduced from 36 percent to

20 percent. The State Division of Budget projects that the funding shift for Family Assistance would cost the

City $72 million per year, while the public health spending shift would cost $27 million in FY 2020 and $54

million per year when fully annualized. However, the City projects that the FY 2020 cost to the City due to

funding shift for Family Assistance could be higher at $125 million.

Revenue Impacts

On the revenue side, the Governor included legislation in the Executive Budget to legalize and tax the sale

of cannabis. The Governor proposed a 20 percent State excise tax and a 2 percent local excise tax on sales

from wholesalers to retailers. The local tax would be based on the wholesale price and the location of the

retailer. The State expects to begin collecting revenue in State fiscal year 2021. However, cannabis sales

would be exempt from City and States al es tax. The Comptrollerbs Office h:
adult-use marijuana in New York City would be about $1.1 billion. Consequently, the legalization of

cannabis, without an exemption fromthe Ci t y 6 s 4 sdles tpxe wouldgerierate about $51 million in

annual sales tax revenue for the City, while the proposed 2 percent local excise tax would produce less than

$20 million per year.

City sales tax revenue would also be impacted by proposed legislation in the Executive Budget to tax online

Marketplace Vendors i mainlythird-party vendors on Amazonds website. Ci
expectedtobeimpact ed by t he Supr e meSouhdDakotha s sVaylaieic Jurse 204 $allawimg

States to impose taxes on remote sellers. The State estimates that the additional City sales tax revenues

from these two actions could sum to about $170 million annually. However, in a joint statement on February

26, 2019, the Governor and Mayor proposed dedicating the new internet sales tax revenue, as well as a

percentage of new cannabis excise tax revenue, to the MTA capital budget.

The Governordéds proposed budget would also reinstate an
program, which had lapsed in July 2018 until the Governor issued an Executive Order and the City Council

passed |l egislation to <continue enf orcement . Under t h
Transportation (DOT) was permitted to operate cameras during school hours in 140 school zones (out of

more than 2,300 school zones citywide).?! The proposal would increase the number of authorized zones to

290 6 with a limit of 50 new zones per year 8 and extend authorization through July 1, 2022. However, as

proposed, the additional revenues from these measures would be diverted to the New York City Transit

Aut hority for Afcapital safety improvements. o Based on
declines in revenue as drivers adjust behavior, revenues from an additional 150 zones could reach roughly

$45 million annually after revenues level off, with revenues declining thereafter due to increased
compliance.?> Some of these new revenues would be offset by the cost of installing and operating the

cameras. DOT has reported that capital and operating expenses have consumed about 54 percent of speed

camera revenue in calendar years 2014 through 2017.%

21 In the 140 school speed zones, the City operates 40 mobile cameras and 200 cameras in fixed locations.
https://www1.nyc.gov/html/dot/downloads/pdf/speed-camera-report-june2018. pdf

22 DOT reported that the typical school speed zone camera installed in 2014 and 2015 issued an average of 35 violations per day in
t he ¢ amémanth, hitps:/Bvwwl.nyc.gov/html/dot/downloads/pdf/speed-camera-report-june2018.pdf. Based on 35 violations
per day, a $50 fine per violation, and 180 school days per year, it is anticipated that each new zone would generate $315,000 per
year.

2 https://iwwwil.nyc.gov/html/dot/downloads/pdf/speed-camera-report-june2018.pdf
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The proposed state budget would also enable an expansion of bus lane enforcement cameras. Under current

state law, the City is allowed to operate stationary or mobile cameras on 16 Select Bus Service (SBS)
corridors, under the Cityos Bus Rapid Transit (BRT)
weekdays.?* The state budget proposes eliminating the cap on the number of bus routes and increasing the

fine for camera-enforced bus lane violations from $115 to $125 on the first offense, with higher fines for

repeat offenders.

The City has steadily increased the number of SBS routes with cameras, reaching 12 designated routes in
February 2018.2° Revenues from bus lane camera violations peaked in FY 2015 at $16.6 million and have
since fluctuated between $11 million and $12 million per year. The City expects to collect $16.4 million in FY
2019, roughly equivalent to $1.4 million per route. In 2017, DOT and the MTA identified 21 candidate
corridors for additional SBS routes.?® However, in July 2018 the MTA announced a deferral of new SBS
routes until 2021.%7

The proposed state budget would also authorize the City and MTA to use camera enforcement for stopping,
standing, parking and turning violations, as well as block-the-box violations, in the congestion toll zone south
of 60th Street in Manhattan and designated bus corridors between 6:00 AM and 10:00 PM. Revenue
generated from these violations from mobile bus cameras would be allocated to the MTA. This proposal
follows a provision in the state fiscal year 2018-19 Adopted Budget that allowed the MTA to operate mobile
bus cameras on SBS routes south of 96th Street in Manhattan and keep the revenue.

Two state budget proposals could pose further risks to the City. One proposal would extend the Executive
authority granted in the past two years to propose a plan to reduce spending if federal Medicaid revenues
are cut by $850 million, or if non-Medicaid federal revenues are cut by $850 million in state fiscal years 2019
T 2020 and 20207 2021. The Legislature would have 90 days to propose and adopt an alternative plan.

A second proposal would allow certain local aid payments to be uniformly reduced by up to 3 percent if tax
receipts for state fiscal year 2019 i 20 are reduced by more than $500 million from the forecast in the
Executive Budget, a scenario which has in fact falready
the Executive Budget. Exempted aid categories are broad and include public assistance, reductions that
would violate federal law, payments of debt service and related expenses for which the state is
constitutionally or contractually obligated to pay, payments for CUNY senior colleges, school aid, and
Medi cai d. Reductions would begin 10 days after the pub

In total, the State budget as proposed would cost the City about $360 million over FY 2019 and FY 2020.

24 https://www1.nyc.gov/html/brt/html/routes/routes.shtml

2 https://iwwwl.nyc.gov/html/dot/html/pr2018/pr18-008.shtml

6 https://www1.nyc.gov/html/brt/downloads/pdf/bus-forward. pdf.

27 http://web.mta.info/news/pdf/MTA-2019-Prelim-Budget-July-Financial-Plan-2019-2022-Vol2.pdf

37 Office of the New York City Comptroller Scott M. Stringer


https://www1.nyc.gov/html/brt/html/routes/routes.shtml
https://www1.nyc.gov/html/dot/html/pr2018/pr18-008.shtml
https://www1.nyc.gov/html/brt/downloads/pdf/bus-forward.pdf
http://web.mta.info/news/pdf/MTA-2019-Prelim-Budget-July-Financial-Plan-2019-2022-Vol2.pdf

Table 13. Potential Cos of Proposed 2019 6 2020 State Budget

Total Two-
Year
(% in millions) FY 2019 FY 2020 Impact
School Aid
Formula Aid Shortfall $8 ($148) ($140)
AEquity Pl ano 0 (100) (100)
Subtotal School Aid $8 (248) (240)
Cost Shifts
Family Assistance ($18) ($72) ($90)
Public Health 0 (27) (27)
HIV/AIDS Rent Cap Q) ) (4)
Subtotal Cost Shifts ($19) ($102) ($121)
Total Impact ($11) ($350) ($361)
NOTE: | mpacts on Ci ésymated by thenNew ¥drkaState Pivision of
Budget.

Expenditures Analysis

Total-funds FY 2020 expenditures in the February Financial Plan are projected to grow by about two tenths
of a percent from $92.0 billion in FY 2019 to $92.2 billion in FY 2020. However, both the FY 2019 and FY
2020 expenditures include prepayments which lower debt service expenditures in these fiscal years. In
addition, expenditures in FY 2019 are further reduced by the take-down of the general reserve and the re-
estimates of prior-year payables and receivables. After adjusting for prepayments and other prior-year
actions, and excluding re-estimates of prior-year receivables and payables and reserves, expenditures are
projected to grow from $93.5 billion in FY 2019 to $94.1 billion in 2020, a growth of 0.6 percent, as shown in
Table 14.

Expenditure growth over the Plan period is driven by spending on wages and salaries, debt service, health
insurance, pensions, and other fringe benefits. The combined spending in these areas is projected to grow
by 16.1 percent over the Plan period, averaging 3.8 percent growth annually. All other expenditures, net of
the General Reserve, Capital Stabilization reserve, and prior-year re-estimates, are projected to decline by
4.2 percent over the same period, with a projected annual average decline of 1.1 percent.
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Table14. FY 20196 FY 2023 Expenditure Growth

Adjusted for Prepayments andPrior-Year Actions

Growth Annual

($ in millions) FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FYs 19-23  Growth
Salaries and Wages $28,593 $29,833 $30,855 $30,714 $31,242 9.3% 2.2%
Debt Service $6,737 7,345 7,658 8,337 9,086 34.9% 7.8%
Health Insurance $6,502 7,076 7,474 8,035 8,593 32.2% 7.2%
Pensions $9,738 $9,839 $10,305 $10,752 $10,957 12.5% 3.0%
Other Fringe Benefits $4,039 4,353 4,441 4,557 4,679 15.8% 3.7%
Subtotal $55,609 $58,445 $60,733 $62,395 $64,558 16.1% 3.8%
Medicaid $5,915 $5,915 $5,915 $5,915 $5,915 0.0% 0.0%
Public Assistance $1,595 $1,617 $1,617 $1,617 $1,617 1.3% 0.3%
Judgments and Claims $697 $712 $727 $742 $758 8.8% 2.1%
Contractual Services $17,513 $15,922 $15,957 $16,048 $16,020 (8.5%) (2.2%)
Other OTPS $12,197  $11,518  $11,619  $11,801  $11,998 (1.6%) (0.4%)
Subtotal $37,917 $35,684 $35,835 $36,123 $36,307 (4.2%) (1.1%)
Expenditures Before Reserves
and Prior-Year Re-estimates $93,526 $94,129 $96,568 $98,518  $100,865 7.8% 1.9%
Prior-Year Receivables and ($400) $0 $0 $0 $0 (100.0%) | (100.0%)
Payables Re-estimate
General Reserve $300 $1,000 $1,000 $1,000 $1,000 233.3% 35.1%
Capital Stabilization Reserve $0 $250 $250 $250 $250
Total $93,426 $95,379 $97,818 $99,768  $102,115 9.3% 2.3%

Headcount

The February 2019 Plan for FY 2020 projects a small decline in full-time headcount for FY 2020, then a
slight rise in the following two fiscal years, with a leveling off in FY 2023. Full-time headcount, as shown in
Table 15, is projected at 305,955 for FY 2019, falling slightly in FY 2020 to 305,363 then rising in the following
two fiscal years to 307,769 and 310,590, respectively, then falling slightly in FY 2023 to 310,540.
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Table15. Total Funded FuliTime YearEnd Headcount Projections
February 2019 Financial Plan

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023

Pedagogical
Dept. of Education 120,697 121,054 123,019 125,762 125,762
City University 4,441 4,441 4,441 4,441 4,441
Subtotal 125,138 125,495 127,460 130,203 130,203
Uniformed
Police 36,113 36,118 36,118 36,118 36,118
Fire 10,951 10,951 10,951 10,951 10,951
Correction 10,226 10,063 10,063 9,904 9,904
Sanitation 7,823 7,721 7,721 7,721 7,721
Subtotal 65,113 64,853 64,853 64,694 64,694
Civilian
Dept. of Education 12,337 12,399 12,593 12,869 12,869
City University 1,942 1,946 1,946 1,946 1,946
Police 15,566 15,704 15,703 15,703 15,703
Fire 6,277 6,370 6,362 6,362 6,362
Correction 2,274 2,043 2,043 2,043 2,043
Sanitation 2,308 2,308 2,308 2,308 2,308
Admin. for Childr 7,168 7,350 7,564 7,564 7,564
Social Services 14,684 14,640 14,640 14,640 14,640
Homeless Services 2,659 2,623 2,623 2,623 2,623
Health and Mental Hygiene 5,780 5,584 5,574 5,574 5,574
Finance 2,198 2,210 2,210 2,210 2,210
Transportation 5,491 5,439 5,436 5,435 5,435
Parks and Recreation 4,388 4,309 4,306 4,306 4,306
All Other Civilians 32,632 32,090 32,148 32,110 32,060
Subtotal 115,704 115,015 115,456 115,693 115,643
Total 305,955 305,363 307,769 310,590 310,540

The February 2019 headcount plan, as shown in Table 16, shows a net increase in year-end headcount of
526 in FY 2019, 232 in FY 2021, and 274 in FY 2022. However, planned FY 2020 year-end headcount is
197 more than the November Plan. Of the projected changes, new needs account for 337 positions in
FY 2019, 357 in FY 2020, 401 in FY 2021 and 459 in FY 2022. Agencies projecting significant new needs
include

1

=

the Department of Sanitation, projecting new needs of 171 positions, including 115 for an Organics
Program,

the Department of Housing Preservation and Development, projecting new needs of 36 positions,
the Department of Buildings, projecting new needs of 35 positions, for OATH hearing reps, and
the Department of Education, projecting new needs of 25 positions, including 15 for 3-K
expansion.
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